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Reflections on Religion and the Transition
from Socialism to Capitalism
ECONOMICS TEAM
WINS NATIONAL HONORS
The Harding University Economics Team was
named First Runner-up In the International
Students In Free Enterprise (SIFE) Competition
conducted at the Hyatt Regency Crowne Center
in Kansas City, Missouri, May 19-22, 1991 . Their
entry was "We Heard There Was A Recession, But
Decided Not To Participate." The Team received
a trophy and a check for $3,500.
Harding's "Capitalism Corps" Economics Teams,
the winnlngest In the country, have won first place
In national Students In Free Enterprise (SIFE)
competitions with other colleges and universities
on six occasions. The Economics Tearns were
national Runners-up on five other occasions.
STUDENTS WIN IN BUSINESS COMPETITION
Eight students from the Harding University School
of Business scored In the Top Ten In Business
Law, Computer Applications for Business,
Business Decision Making, Economics, Finance,
and Marketing at the Phi Beta Lambda (PBL)
National Collegiate Business Competition at the
Hilton Hotel Convention Center in Anaheim,
California, July 9 through 11.
According to Dr. Don Diffine, faculty sponsor of
both student organizations, "from the best
information we can gather there were more
individual event winners from Harding University's
PBL chapter than from any other collegiate PBL
chapter in the country. I commend these young
people, and all our faculty who prepared them, to
our constituency."

by
David Tucker, Ph.D.
Associate Professor of Economics
Harding University
RELIGION & TRANSITION
We have now seen about two years pass as really
quite incredible events have occurred from Moscow to
Managua. Events have occurred that, if someone had
predicted them three years ago when this society met
in Cleveland, we would have all greeted the presenter
with the quiet reservation academics saved for those
who are so clearly wrong that we don't even bother to
correct them.
When the wall comes down in Berlin , when a communist regime gives up power through free elections
in Managua, when a former welder comes to power in
Poland, when a poet becomes the Prime Minister in
Czechoslovakia, when the breakup of the Soviet Union
can occur any day, and when Castro sits isolated in
Cuba, it must all mean something very significant. But
what? And how do we who love freedom take advantage of the situation?
Each country seems to want to reform itself. Elections
are held and leaders change. But as we all know well ,
elections are the easy part. Democracy is easy to desire,
but more difficult to implement. Prosperity through
private enterprise seems to be the goal of each country, but attaining it requires hard work and tough
decisions.
As students of Adam Smith, we know how to advise
our political leaders on the correct policies that must
be implemented in order to attain a prosperous society. In fact, the economic policy prescriptions for turning former socialist countries into models of capitalism
are well-known: private property, free price movement,
rule of law, competition, privatization, limited govern-

ment, etc. As economists we should be recommending
these things; after all they are our bread-and-butter.
They define our field of study. Certainly one cannot have
a private enterprise economy without knowing how such
an economy works.
But we should not delude ourselves into thinking that
man can live by economics alone. As William F. Buckley
was recently quoted as saying, "Adam Smith cannot
save the Eastern European countries."1 What Mr.
Buckley meant was that a person who only reads The
Wealth of Nations will only get about half of Smith's
philosophy, for before Smith wrote The Wealth of Nations, he wrote The Theory of Moral Sentiments.
Smith knew there was a definite role in a free society
for what he called sympathy, benevolence, a good opinion of others, and other virtues.2
Therefore, we must not feel too smug or self-important
when we talk as though all the world needs is a little
more private enterprise. Private enterprise is good, but
the purpose of this essay is to remind us that moral sentiments or religious values have a very important role
to play in the society dedicated to freedom.
That religious or moral values are a necessary part
of a free society is not new in economic thinking.
Another early writer to eloquently associate the role of
religion and moral values in the preservation of liberty
was Alexis de Tocqueville when he stated, " Freedom
cannot exist without morality, nor morality without
faith."3 In another passage he noted, "Liberty regards
religion as its companion in all its battles and its
triumphs, - as the cradle of its infancy, and the divine
source of all claims. It considers religion as the
safeguard of morality, and morality as the best security of law, and the surest pledge of the duration of
freedom . .." 4
This essay will attempt to trace through history the
views of several authors who believed in the importance
of moral and religious values in economic and societal
development. First, this essay will examine some of the
writings of Max Weber, primarily through his most
famous work, The Protestant Ethic and the Spirit of
Capltallsm.s Using Weber's work as a base, this paper
will then examine more recent authors, especially
Michael Novak, as he refers to the moral-cultural system
of a free society in his book entitled The Spirit of
Democratic Capltallsm. 6 Parenthetically, it should be
noted that Novak has also recently published a new
book entitled This Hemisphere of Liberty: A
Philosophy of the Americas, which deals with this
same issue. However, the author of this essay has not
yet been able to read a copy of this just-published book.

MAX WEBER (1864-1920)
Weber begins his analysis by asserting that for all of
their differences, capitalism and socialism do share one

common thread; people under both systems want to improve their lot in life. In other words, Weber believed
that people who live in a capitalist society are not more
consumed with avarice than those who live in a socialist
society. People first want to provide food, clothing and
shelter to themselves and their families. Then, when
the basic necessities are taken care of, they move on
to the finer things in life.
Weber put it this way: "The impulse to acquisition,
pursuit of gain, of money, of the greatest possible
amount of money, has in itself nothing to do with
capitalism. This impulse exists and has existed among
waiters, physicians, coachmen, artists, prostitutes,
dishonest officials, soldiers, nobles, crusaders,
gamblers, and beggars. One may say that it has been
common to all sorts and conditions of men at all times
and in all countries of the earth, wherever the objective possibility of it is or has been given . It should be
taught in the kindergarten of cultural history that this
naive idea of capitalism must be given up once and for
all. Unlimited greed for gain is not in the least identical
with capitalism, and is still less its spirit."7 In other
words, insatiable greed is an inherent condition of man,
not an inherent condition of man under capitalism .
Weber also does not ascribe entrepreneurship as a
condition of man unique to capitalism. Those of us who
have been fortunate enough to travel to some third
world countries can testify that some of the hardest
working entrepreneurs in the world are third world
shopkeepers and store owners. The work of Hernando
de Soto in The Other Path 8 shows that the lack of
private property and the lack of a dependable system
of law play a larger role in the persistent economic
backwardness of certain countries than does a limited
understanding or existence of entrepreneurship.
Given that entrepreneurship and the desire for selfimprovement are not unique to a capitalistic country,
then what are the distinguishing marks of capitalism?
What are the things that must be put into place in order
for a country or a people to enjoy the dynamic prosperity
that accompanies a free society? According to Weber,
there are two ideas which have emerged through history
which have allowed certain countries to harness the entrepreneurial spirit inherent in all men. The two ideas
which Weber emphasizes as being most important to
capitalistic development are free labor and the rule of
law.
Weber noted that most societies in pre-modern times
were based on one form or another of non-free labor.
In Weber's terminology, free labor meant that people
could not be coerced into working for someone and they
could negotiate their own price for their services. In
other words, pre-modern societies were based either
on slavery, serfdom , monopoly, cartels, family, or some
other form of non-free, semi-coercive, or fully coercive

labor. The institution of free labor, according to Weber,
unleashed a tremendous creative energy that had been
suppressed through coercive labor. One may confirm
Weber's point by considering antebellum United States.
Those states without slavery generally were better
developed economically than those with slavery.
Another institution that formed the real basis of a truly
capitalistic, free society is the rule of law. Again to quote
Weber, " ... of undoubted importance are the rational
structures of law and administration . For modern rational capitalism had need, not only of the technical
means of production , but of a calculable legal system
and of administration in terms of formal rules."9 A stable
system of administration and justice allows the entrepreneur to concentrate his risk-taking in terms of
purely economic considerations.
If society is so unfortunate to be so structured that
an entrepreneur must always factor in a great deal of
political risk when starting a venture, then time and effort must be expended in covering those risks. Such
costs necessarily reduce entrepreneurial activity to the
detriment of society as a whole. Again one must refer
to the seminal work of Hernando de Soto in his analysis
of Peru. De Soto explicitly describes what happens
when private property and law are always subject to administrative inertia, bureaucratic bumbling, and political
maneuvering. De Soto's analysis and work provide a
very interesting and detailed confirmation of Weber's
theory on this point.
The above paragraphs are not surprising to those
who have seriously studied free markets. The findings
do not offend us. In fact, one begins to wonder what
all the fuss is about. It's really just The Wealth of Nations warmed over. But here we must remember that
Weber (and Smith as well) was a sociologist as well as
an economist. Therefore, Weber is forced to ask the
questions: Where did free labor and the rule of law
come from? Why is it that Western culture first
discovered the economic progress that is possible when
one harnesses entrepreneurship and free labor in the
yoke of the rule of law? It is in the answers to these
questions that Weber creates his most interesting and
controversial analysis.
For Weber, the answer lies in a particular spirit
(Weber, of course, uses the German word geist) that was
pervasive in the West. The source of the geist, according to Weber, was the common spiritual values found
in the West. But - and here is the most controversial
part of Weber's analysis - it was not the general
religious or spiritual values of generic Christianity that
fostered this spirit, but rather a particular type of Christianity - Calvinism. To quote from Weber, "[Prosperity comes from] the influence of certain religious ideas
on the development of an economic spirit, or the ethos
of an economic system. In this case we are dealing with

the connection of the spirit of modern economic life with
the rational ethics of ascetic Protestantism."10
Much of the remainder of Weber's thesis involves a
discussion of exactly why it is Calvinistic thought (or
ascetic Protestantism) that causes capitalism to work
so well. According to Weber, one of the greatest difficulties of capitalism, and especially the difficulty of
capitalism with free labor, is that there is no mechanism
that forces responsibility upon people. In other words,
if people are free, then they are free to be bums, prostitutes, drunkards, sloths, or any other undesirable occupation one can name.
If people are free, what is there to keep people from
being such? Nothing. And certainly one cannot build
a prosperous society upon bums, drunkards and sloths.
This realization also explains why pre-modern societies
did not allow free labor. The rulers and intelligencia of
pre-modern societies reasoned that if free labor were
allowed , the masses of ignorant and uneducated
peasants would simply allow their lives (and society in
general) to degenerate.
Therefore, if free labor is allowed, there must be some
system , some spirit, some ethos, some geist that
causes people to use their freedom responsibly. Weber
believed that Calvinistic theology and the spread of
Calvinistic theology among the masses did this better
than other systems of theology such as Lutheranism
or Catholicism, and it more or less went without saying
that it was certainly better than the non-Christian
religions.
According to Calvin, the overall purpose of man was
to glorify God. Man was put on the earth to be God's
servant, to care for God's creation. And one of the
primary ways each individual brings glory to God is in
his work. Calvin especially emphasized the priesthood
of all believers. He rejected the distinction between
priest and laity. All men served God, not just those who
were professional Christians. Therefore, if one worked
in the fields, this was a "calling" from God, and one
should work in the fields as if one were working for the
Lord, because one was working for the Lord. One
worked not merely because God commanded it, but
because work was a primary means by which a common man could glorify God.
"The whole point of Weber's essay is to show that
something deeper, more transcendental, more
idealistic, is at work here, and must be reckoned with
if the psychology of capitalsm, its spirit or temper, is to
be adequately explained."11
Therefore, the fusion of free labor with a Calvinistic
geist produced the hard work and responsibility that
brought prosperity to the West. This means that private
property and free labor are only one side of the equa-

tion. True prosperity cannot be built merely upon narrow economic analysis. As one author put it, "After all ,
however blind economists may be to the fact,
metaphysical convictions are the only ones which have
the power absolutely to dominate men's lives. Economic
reasons alone cannot account for the extraordinary
power in the western civilization of today which the
money-making motive exerts."12
Weber's original essay touched off a storm of rebuttals and attempts to both refute and support the thesis.
One of the most well known authors after Weber was
R. H. Tawney.
While Tawney cannot be considered sympathetic to
capitalism, he essentially confirms Weber's thesis with
one major exception: while Weber believed it was the
Calvinistic strain of Christianity that provided the geist
to capitalism, Tawney attributes the geist to the Protestant movement as a whole as well as the general
political, social and economic conditions during the time
of Adam Smith and the Enlightenment.

absenteeism and improves production. They then take
their families more seriously, which improves their personal life. In short, it benefits both worker and employer.
On a personal level this is a confirming instance of the
Weber thesis. This is the Protestant work ethic.
Although Weber and Tawney emphasized the importance of religion and religious ideas in motivating free
labor, they did not spend much time analyzing the effect of religion on the institutions of a free society. It was
left for a later writer to pick up this dropped ball and
show how the political and economic institutions of a
free society - especially the institution of the rule of
law - were shaped along Judea-Christian lines of
thought. We therefore move down to a more recent
author, one who is still publishing at a fairly rapid rate.

Michael Novak
In The Spirit of Democratic Capitalism, Michael
Novak gives us the most complete picture of his theory
of the religious underpinnings of the economic, social
and governmental institutions created by a free society.

Tawney used many examples of the Puritans of the
seventeenth and eighteenth centuries to support his
thesis. The idea that all of life was to be dedicated to
God, and that it simply would not do to compartmentalize one's life between the sacred and the secular
necessarily meant that the Christian must take Christ
into the workplace. According to Tawney, " ... the conception implied in the attempt to formulate a scheme
of economic ethics - the theory that every department
of life falls beneath the same all-encompassing arch of
religion - was too deeply rooted to be exorcised merely
by political changes, or even by the more corroding
march of economic development."13

Before moving into the specifics of Novak's
theological arguments, perhaps it would be beneficial
to give a brief overview of Novak's general theory.
Novak states that in order to have a free society, there
must be three systems in society. One, there must be
a political system of democracy. Two, there must be an
economic system dedicated to capitalism. And then
three, there must be a moral-cultural system of churches, schools, free press, and other similar institutions
largely independent of economic and political pressures
that provide a balance to society. Each of these systems
is necessary to a functioning, self-sustaining free
society.

Tawney also seems to echo de Tocqueville in that the
overall effect of the Puritan emphasis on self-discipline
and the idea that all are personally accountable to God
for their actions has the effect of creating liberty in society. Religion breeds self-discipline, and self-discipline
breeds hard work, prosperity, and, ultimately, liberty.

Further, if any one system is able to dominate either
of the other two, freedom as a whole will suffer. For example, if the politicians control not only the government,
but also the churches, schools and press, then liberty
is compromised, and a less free society results. While
the discussion of this theory of a tripartite system is interesting and worthy of consideration it is not the direct
subject of this essay. What is important to this essay
is Novak's assertion that it is Judea-Christian religious
values that provide the theoretical (or theological) and
philosophical underpinnings of the institutions of a free
society.

At this point let me digress for a moment from my formal quotes and relate a personal experience which supports the general theme of this essay. In January of
1989, I attended a Mont Pelerin Society seminar in Antigua; Guatemala. During the coffee break between lectures I struck up a conversation with a man whose name
I now forget, but he was a young Guatemalan who owned several small factories. We were discussing the
emergence of the Protestant, evangelical movement in
Central and South America.
Without revealing his personal religious preferences,
he stated that the best thing that happens to one of his
workers is for one of them to become a Christian. He
stated that they first quit drinking, which reduces

Novak, like Weber, Tawney and others, believes that
the fundamental roots of a free society rest with a Christian outlook on life. But while Weber emphasized the
role that religion plays in transforming individuals so
that a free society is possible. Of course, Novak makes
many points in his entire analysis, but the part of his
analysis that is applicable to this essay is this: the impact that the Christian theology of sin has on the formation of the institutions of a free society.

Sin is never a popular topic, even in churches, and
imagine it has been an infrequent topic in most
economic discussions. I also want each of you to rest
easy, this is not going to be a sermon. The concept of
sin that Novak refers to is the idea that everyone makes
poor or wrong judgements, decisions, and choices on
a fairly frequent basis. Even those who are really trying to avoid sin still fall short of what they should be
on a regular basis. The Christian doctrine of sin is that
all men have sinned and fallen short of the glory of God.
Every person misses the mark. One may certainly ask
for forgiveness of sin. One may trust in Jesus to be the
propitiation for one's sin, but sin still exists in the life
of every man and woman, no matter how noble, good
or honest that person may be or try to be.
Now, given that definition of sin, there are two conclusions that one may draw. First, no one should be entrusted with too much power, and second, changing the
economic and political system will not eliminate sin.
Let's consider these two ideas and their consequences
in more detail.
As we all know, the United States Constitution was
founded upon the idea of separation of power. James
Madison sought three branches of government, a
government of checks and balances, because he knew
that no man could be trusted with too much power. An
executive branch would be checked by the legislative
and the judicial. The judicial could not pass legislation;
they could only interpret legislation already passed. The
terms of the legislators should be subject to frequent
elections so that no one could accumulate too much
power. Madison entrusted no one with absolute power.
Lord Acton stated that power corrupts and absolute
power corrupts absolutely. The theology of all of this
is that sin corrupts us all and no one should be given
too much power because he will eventually use it
sinfully.
Novak's idea of a tripartite system of poltical,
economic, and moral-cultural centers is merely an extension of this idea. but the real question is: why is it
necessary to have a separation of powers? The reason
it is necessary is that we must design a system for sinners, not saints. Even if someone were really trying to
do good, that person would make mistakes (the
theological term is not mistake, but sin) and people will
be hurt. I really don't need to convince this audience
that, especially in government, more harm is done by
well-intentioned people than by those actually seeking
to do us harm. So it is Novak's assertion that the

Biblical, Judea-Christian doctrine of sin is the underlying theological foundation and justification of the
separation of powers in government and in society as
a whole.
Next, let us analyze the oft-repeated line that the
cause of poverty or inequality or any of the real or imagined social ills prevalent in society is the social
system itself. Therefore, the reasoning goes, if one
would merely change the system, then the poverty or
inequality would disappear. To quote Novak, "Utopian
revolutionaries imagine that the source of human evil
lies in social structures and systems and that in removing these they will remove evil and virtue will flourish .
By contrast, realists hold that the source of human evil
lies in the self and in the necessary limitations of every
form of social organization." 14 In other words, institutions are neither evil nor good. It is only people that sin
and people can and will change institutions to fit their
desires.
In a recent column, Charley Reese asserted that sin
and moral values are the product of individual action,
not the economic system under which the individual
operates when he stated, "There's nothing moral nor
immoral about free enterprise or socialism. Like
mathematics, both are amoral. Both are systems for the
production and distribution of goods." He goes on to
credit Christianity with softening the edges of hard
economic choices: "The dilemma of modern man is
this. In the West, the hard edges of both capitalism and
socialism were softened by Christian morality. Europe,
the mother of both North and South American civilizations, was once known as Christendom. It is Christianity
in our case and other religions in other civilizations, not
economic ideologies nor reason, which taught compassion for human beings. But as modern man lost his
faith, he also lost his moral bearings, though some
made the attempt to construct a non-religious ethics
systems. It's a moral code, not an economic system,
that we most desperately need."1s
Novak therefore asserts that the institutions of society
should be constructed so that no individual is given any
more power than is absolutely necessary. For even if
the person with power is wise and good, he will make
mistakes. And even if he makes only a few, there is then
no guarantee that the person who replaces such a good
person will be equally good and wise. In fact, history
seems to show that evil people are drawn to power to
a greater extent than good people. A society with a proper understanding of sin will be a society that disperses
power and allows a minimum of coercion.

CONCWSION
The road from socialism to capitalism is one with
many detours, potholes, bypasses, and other difficult
impediments. To assume that one can travel such a
road with only a vision of private enterprise is to make
the task entirely too simple. Men do not die for free
enterprise. They give their lives for freedom , for their
family, for their God. As a profession, economists play
an important role in the administration of a free society. We have important things to say.
We must give proper prescriptions to economic ills,
but we must realize that the religious, moral, and ethical
values in society cannot be excluded from our analysis.
The spirit that drives the economic system of private
enterprise is not prices and profits alone. For Eastern
European nations to believe they can transition from
socialism to capitalism merely by allowing private property, free prices and profits is to neglect the true spirit
that drives the system. We and they neglect this important consideration at our own risk.

1 William F. Buckley, quoted from a speech given at Harding University in Searcy, Arkansas (April 2, 1991).
2 Adam Smith, The Theory of Moral Sentiments, (Indianapolis:
Liberty Classics, 1969).
3 Alexis de Tocqueville, Democracy In America, (New York:
Penguin Books, 1956), p. 34.
4 Alexis de Tocqueville, p. 48.
s Max Weber, The Protestant Ethic and the Spirit of Capitalism,
(New York: Charles Scribner's Sons, 1930).
8 Michael Novak, The Spirit of Democratic capitalism, (New York:
Simon & Schuster, 1982).
1 Weber, p. 17.
a Hernando de Soto, The Other Path. (New York: Harper & Row,
1989).
9 Weber, p. 25.
10 Weber, p. 27.
11 Kemper Fullerton , " Calvinism and Capitalism: An Explanation
of the Weber Thesis", in Protestantism and Capitalism: The Weber
Thesis and Its Critics (Boston: D.C. Heath & Co., 1959), p. 16.
12 Kemper Fullerton , p. 16.
13 R.H . Tawney, Religion and the Rise of Capitalism, (New York:
Harcourt, Brace & World, 1926), p. 182.
14 Michael Novak, p. 86.
1s Charley Reese, " Morality Governs the Quality of Life," Arkansas Gazette, March 31, 1991 , p. 5C.
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